We investigate the determinants of start-up financing in 54 countries, using the Global Entrepreneurship Monitor (GEM) surveys for years [2001][2002][2003][2004][2005][2006]. We find that financial liberalisation increases the total financial size of the individual start-up entrepreneurial project both via the increased use of external and of own funds. In addition, the volume of start-up finance responds positively to international capital inflows as represented by loans from non-resident banks and remittances, and negatively to the volume of offshore deposits. The positive impact of remittances on total volume of start-up financing is via own finance of the entrepreneur.
Introduction
One of the common problems for new ventures is raising sufficient funding enabling them to launch and operate businesses successfully. Accordingly, finance availability and cost have been cited as one of the major constraints for entrepreneurship (Storey 1994; Beck et al. 2005; OECD 2006) . The lack of credit history and of credible reputation distinguishes start-ups from established firms, creating a disadvantage for the former when it comes to the issue of funding (Huyghebaert and Van de Gucht 2007) . Given small scale of entrepreneurial projects, a higher asymmetry in information and higher risk, financial institutions find it costly to monitor small businesses, even if advances in technology (including the risk scoring techniques) imply that the banking sector is capable to handle the entrepreneurial finance better than in the past (De la Torre et al. 2008) .
The relative difficulty of start-ups in accessing finance is likely to be aggravated by a weak domestic business environment, including inadequate legal frameworks and repressed financial systems. However, globalisation of the financial markets implies that the entrepreneurs are gaining more access to international financial markets, albeit often indirectly, via domestic banking systems. As a result, access to the international sources of finance may substitute for domestic institutional weaknesses. At the same time, this implies that entrepreneurs become particularly sensitive to the volume and the direction of the international flows of finance (Tornell and Westermann 2005) .
Building on these insights, in this paper, we investigate the determinants of the total, own and external volume of start-up finance using the Global Entrepreneurship A comparative advantage of our research can be summarised as follows. First, while existing empirical studies tend to focus on firm/entrepreneur-specific characteristics (Harris and Raviv 1991; Coleman 2000; Cassar 2003; Huyghebaert and Van de Gucht 2007) , in our research we augment these with institutional country-level indicators. This enables us to examine the impact of the business environment on startup finance. Accordingly, along with individual GEM data, we use various country-level measures comprising a start-up contextual environment. We can use this aggregate data as our explanatory factors without being concerned with simultaneity bias, as the individual decision of a potential entrepreneur does not affect country-level institutions or economic development.
Second, we explore the links between net financial flows from abroad and start-up finance. Apart from Giannetti and Ongena (2005) and Alfaro and Charlton (2007) , this theme has been hardly covered in the literature. Yet as hypothesised by Tornell and Westermann (2005) , it is the local entrepreneurial sector that is particularly sensitive to international financial flows. Consistent with this perspective, financial globalisation implies more opportunities for entrepreneurial finance, albeit at cost of higher risk of negative shocks. This has implications for both the way the global financial architecture should be designed and to the way we should respond to the financial crises.
Third, we use the GEM data set that offers a unique opportunity to study nascent entrepreneurs (or start-ups; for the definition see Section Three). While firm finance literature abounds, it is largely centred around the established businesses. Limited empirical work has been done on start-up financing due to lack of data. As most studies use surveys of existing entrepreneurs, the potential for survivorship bias confounding these studies is high (on a similar note see Cassar 2003) .
The paper proceeds as follows. The next section discusses theoretical issues pertaining to the start-up finance. We declare explicit hypotheses to be tested. Section Three describes the data and methodology. Empirical results follow in Section Four.
Finally, Section Five presents conclusions and policy implications.
Determinants of Start-up Finance
Studies on start-up financing have been mostly motivated by the arguments pertaining to the informational asymmetries theories the central theme of which is that market imperfections lead to credit rationing. However, it is frequently overlooked that (i) financial globalisation may alleviate some of those constraints enhancing domestic supply of credit via inflow of capital from abroad (Tornell and Westermann, 2005) , (ii) the transaction costs associated with the informational asymmetry and consequently also the potential for credit rationing are strongly affected by the cross-country heterogeneity in the financial and legal institutions. With the development of the latter, the transactions costs of the financial contract should be expected to diminish.
Existing comparative research suggests that the institutional environment, comprised of formal and informal rules, plays an important role in the entrepreneurship development, affecting individuals' decision to enter entrepreneurship, allocation of their effort among its various uses (productive or unproductive), and entrepreneurial strategies, including financing and growth (Baumol 1990; Johnson et al. 2002; Van Stel et al. 2007; Ho and Wong, 2007; Aidis et al 2008 Aidis et al , 2010 Ardagna and Lusardi 2008) , but less is known about the impact of those factors on entrepreneurial finance. We distinguish the two key institutional dimensions which are likely to influence financial structure of startups: (1) protection of property rights; and (2) financial openness and financial regulatory environment. We discuss these dimensions below. Acemoglu and Johnson (2005) see protection of property rights from expropriation as the key institutional dimension which they interpret in a narrow sense, as distinguished from the 'contracting institutions'. The economic agents can overcome obstacles and deficiencies in 'contacting institutions' by changing the preferred form of contractual arrangements and developing private contracting systems. In contrast, instability of core property rights has a fundamental negative effect on economic activity, sizeable investment and new entry in particular. In an environment with weak protection of property rights, financial contracts are less likely to be concluded, leading to the underdevelopment of finance (Acemoglu and Johnson 2005; see also: Johnson et al. 2002) . Relational lending tends to dominate in finance, and that has a negative effect on provision of credit to small enterprises and start-ups (De la Torre et al. 2008) . Based on what we have said, our first hypothesis is formulated as follows. 
Protection of Property Rights

H1
Financial Regulation and Financial Development
Along with a well-functioning property rights system, developed financial institutions have been argued to play an important role in enhancing the level of entrepreneurial activity (Aidis et al. 2008) and in firm's growth .
Financial intermediaries facilitate the risk amelioration in the presence of problems created by information and transaction frictions, by developing expertise in risk assessment and in monitoring (Levine 1997; Barth et al. 2006; De la Torre et al. 2008 ).
Parallel to this, the financial sector affects firm financing through the allocation of savings towards investment projects (Levine et al. 1999) . Developed financial institutions are found to be particularly beneficial for small firms compared to large ones (Barth et al. 2006; Beck et al. 2005; . The same should apply even more to startups. Yet efficient and well developed financial sector is conditioned by appropriate financial regulation, which remains at the centre of policy-oriented economic debate.
While it appears that regulatory focus on supporting transparency, on access to information and on enhancing market-based monitoring has been clearly beneficial, the scope of financial restrictions and the scope and discretion of the direct supervisory oversight is a more controversial issue, with emerging empirical evidence of some negative effects, including both lower financial efficiency and higher likelihood of financial crises. These negative effects may be seen as either unintended (public interest view) or as a by-product of regulatory capture by special interests within the financial sector (venal corruption) and/or by political interests imposed from above (systemic corruption) (Barth et al. 2006; . Consistent with this, Jappeli and Pagano (1994) argue that heterogeneity in liquidity constraints across countries is largely attributed to the regulation of the financial sector. Excessive financial restrictions are likely to lead to financial disintermediation (Korosteleva and Lawson 2010) . This may have further adverse consequences for new firms. Burdensome financial regulation is seen to be inefficient, empowering governmental officials, fuelling corruption and benefiting incumbent firms . Typically, it is also associated with growing share of direct state majority ownership of banks. State banks are likely to prioritise state owned firms and discriminate against entrepreneurs in their lending policies (De la Torre et al. 2008) .
Consequently, our next hypothesis is formulated as follows:
H2: Extensive financial restrictions reflecting conditions of financial repression
have negative effects on the use of external finance and on the total volume of start-up finance.
Informal finance comprised of family and friends' funds and investment of private business angels is also important for start-ups. In their study of nascent entrepreneurs in the USA, Campbell and De Nardi (2007) show that informal finance, primarily from friends and family, is the second largest source of start-up financing after own funds.
Informal finance is often seen as substitute for formal finance when the latter is unattainable (Allen, Quian and Quian 2005) , although the informal sector may also be the sector of choice, given that informal loans, in particular from friends or relatives may be cheaper (Guirkinger 2008) . Reliance on informal funds may also be typical for entrepreneurs in developing countries, with a number of them preferring to stay in the shadow economy, which typically implies small size (Straub 2005; Batra 2003 ).
Empirical evidence suggests that informal finance does not perfectly substitute for formal finance as it fails to scale up (Ayyagari et al. 2008; Estrin et al. 2009; Du and Girma 2009) . Accordingly, it is unlikely that informal finance can lead to projects characterised by larger-scale, if not enhanced by efficient regulatory environment, which creates incentives for both savings and larger-scale investment.
At the same time, informal finance may be seen as more than just an endogenous response to the prevailing setup of formal institutions: its role is also supported by strong incentives embedded at the level of long-lasting cultural values and social attitudes. It is one possible way to explain an important role informal finance plays in Similarly to informal finance, international financial flows may be seen as only partially correlated with the local regulatory and legal environment. In general, both strong local property rights and local financial liberalisation will enhance international financial flows. From this point of view, the joint impact of these three factors could be difficult to disentangle. At the same time, however, international flows of finance may partly substitute for the weaknesses of local environment, which is the main intuition offered by Tornell and Westermann (2005) . While prior research typically assumes that the entrepreneurial sector would benefit least from increased external openness compared with large firms (e.g. Giannetti and Ongena 2005), Tornell and Westermann (2005) argue the contrary. The key point here is that typically large firms have always better access to international financial markets, either directly via stock exchanges or indirectly via financing from foreign owners. This implies that the differential effect of wider external financial openness is stronger on small firms. This impact needs not to come in a form of direct loans from abroad, but may operate via the intermediation of the domestic banking sector, enhancing availability of credit. Accordingly, even under weak property rights and/or restricted domestic finance, the larger players may still benefit from reputational capital, which would substitute for effective external protection of the financial contract and would facilitate access to direct funding from abroad; they may also form relational capital with large banks (typically government controlled) extracting rents in the form of privileged access to credit. In turn, this implies that the small firms will benefit relatively more from the appearance of new external sources of finance, either direct (say, in a form of remittances or loans from foreign banks) or indirect (say, via enhancing domestic supply of credit based on foreign sources of finance that may result in lower cost of capital; also via increasing competition in the domestic financial sector). According to Alfaro and Charlton (2007) , financial integration particularly benefits entrepreneurship more reliant on external finance due to the size requirements. However, financial integration also implies that this group of users of finance will be more sensitive to reversals in cross-border financial flows. In our models we include socio-economic characteristics of entrepreneurs (age, gender, employment status, education, current ownership of another business, acting as business angel in the past, knowing other entrepreneurs) and personal cognitive features (opportunity motivation in particular).
In particular, previous research indicates that entrepreneurs' financial decisionmaking (in particular capital purchases) is a quadratic function of the entrepreneur's age (Holtz-Eakin et al. 1994) . We introduce age squared to test this. We also expect being male and having current work experience to be positively associated with the total financial size of the project and the use of external funds.
Modern entrepreneurship theory emphasizes the importance of self-efficacy of individuals for entering entrepreneurship. Self-efficacy may be enhanced through social learning (Harper 2003) . Being embedded in various business networks is one example of how this may occur . Previous studies show that social networks facilitate entrepreneurs' access to finance (Aldrich et al 1987; Johanisson 2003) .
Respectively, we also expect social capital to be positively associated with the overall size of the project and to enhance entrepreneurs' reliance on external funds. Start-ups driven by perceptions of opportunities (as contrasted with necessity motive), may appear as more attractive to external financiers, not just because of the higher expected returns, but also because the modern banking sector derives its startups related profits not just (and not primarily) from direct lending, but also from offering a wider range of financial services, including servicing personal accounts of prospective employees of a new business (De la Torre et al. 2008) . Thus, profit opportunities for the providers of finance are closely related to the expected size of a new project and new entry being driven by perception of opportunity is a good predictor of this.
Finally, we also expect start-up ownership structure to affect both the entrepreneurs' access to external finance and the overall size of entrepreneurial project.
We include the variable that identifies start-ups with more than one owner. A positive effect of having business partners at the time of the start-up (resource-based view) may be similar to the network effect discussed above: additional business partners enhance network capital of the new venture.
While these are our main control variables at the individual level, in our study we also introduce controls at macro level as discussed below.
Control variables at the macro level
We control for the stage of economic development and business cycles by introducing per capita GDP (at purchasing power parity) and annual rate of economic growth (Carree et al. 2002 , Wennekers et al. 2005 . As far as start-up financing is concerned, our prior expectation has been to find a positive relationship between per capita GDP and the use of external finance as well as with the overall financial size of the project.
We introduced the GDP annual growth rate to reflect cyclicality in economic performance. We expect that at the period of recession, when the financial sector contracts, entrepreneurs rely more on their own funds or on informal investments from their family and friends. Furthermore, a project is more likely to be small in scale.
We also introduce an indicator of government size. Both entrepreneurial entry in general and entrepreneurial financial decisions specifically may be affected by welfare provision and higher tax burden, which increase opportunity cost and decrease expected returns to entrepreneurial activity respectively (Aidis et al. 2010 ).
The next section describes our data and methodology.
Data and Methodology
Sample
To explore the determinants of the financial structure of business start-ups, we use the data collected through the GEM adult population surveys in 2001-2006, covering 54 countries worldwide 1 . The data consists of representative samples of at least 2,000 individuals in each country, drawn from the working age population. GEM surveys were completed through phone calls and through face-to-face interviews in countries, where low density of the telephone network could create a bias. National datasets are harmonised across these countries (Reynolds et al. 2005) . GEM data distinguishes between (i) people with the intention to start a business,
(ii) nascent entrepreneurs (who are already in a process of establishing a new firm, also labelled start-ups) and (iii) currently operating young firms (under three and a half years). For the purpose of this study we will focus on start-ups. This is a category, where initial entrepreneurial financing decisions may be captured best, without being affected by a subsequent development of individual businesses. Start-ups or nascent entrepreneurs are, according to GEM criteria, defined as individuals between 18-64 years old, showing some action towards setting up a new business whether fully or partly owned. They also must not yet have paid any wages or salaries for more than three months. Altogether, start-ups (or nascent entrepreneurs), young firms under three and a half years and established businesses account for 3.66, 2.8 and 6.85 per cent of the whole GEM dataset respectively.
GEM dataset provides unique information on start-up characteristics such as ownership structure, informal finance and entrepreneurs' personal characteristics, ranging from standard socio-economic characteristics to more specific entrepreneurial traits allowing us to draw additional inferences consistent with section 2.3 above. The following sub-section discusses variable definitions and measurements in more detail.
Variables: Definitions and Measurement
There is no universally accepted set of measures of institutional quality. In their Foundation -Wall Street Journal "Economic Freedom" database. In reality, there is a continuum between the long-term stable institutional arrangements and short-term government policies, and delimiting the two in an exact way is conceptually difficult (Glaeser et al. 2004) . The expectations of the economic actors about durability of given policies, laws on books and administrative practice play a critical role, and identifying a priori the empirical characteristics of institutional and policy setup conducive to economic development and entrepreneurship is not easy.
As argued in Section 2, we take property rights as the key component of the institutional setup representing 'higher order' institutions (Williamson, 2000) . We follow Acemoglu and Johnson (2005) who argue that the measure of effective constraints imposed on the executive branch of the government, (which is reported by the Polity IV project: <<http://www.systemicpeace.org/polity/polity4.htm>>), is superior to other widely used indicators.
In our focus on formal finance we face a problem of very high correlation between the ratio of domestic credit to private sector to GDP taken as a measure of the size of the formal financial sector, and our key control variable, which is GDP per capita, even if domestic credit has been used in previous studies on entrepreneurship (Klapper et al. 2006; Beck et al. 2008) . We see no good solution to this problem as this high level of correlation translates into lack of robustness and sensitivity to specifications. As a result, we narrow our focus, concentrating on measures of financial regulation and financial openness, which do not lead to such problems. Accordingly, to measure the extent of Along with the financial regulation measure we introduce proxies for financial globalisation to test our Hypothesis 4. These measures include loans from non-resident banks, offshore deposits as a proportion of domestic deposits and remittances inflow relative to GDP. They were obtained from the World Bank 'Financial Structure' dataset (2008, version 4).
We introduce the prevalence rate of informal investors, which proxies for the availability of informal funds that can be used for an individual start-up capital. It is derived from our GEM data by taking the average percentage of respondents who invested in someone else's start-up in the past three years in each country-year sub- Finally, we use the individual-level GEM-defined variables to represent network capital, business ownership and opportunity motive. We aim to capture social network effects by introducing a dummy variable which shows if the respondent knows some other entrepreneurs. In addition, we introduce a dummy representing a current owner of any other existing businesses. This captures both network effects and individual entrepreneurial experience (Wennekers's et. al. 2005) . To examine the effects of the ownership structure variable we use a dummy that identifies start-ups with more than one owner. Finally, to measure an opportunity motivation we introduce a dummy variable equal to one if launching a start-up is driven by a respondent recognising an opportunity (as contrasted with the necessity motive) (see Table 1 ).
As our dependent, we look at the volume of individual start-up finance, including: the total amount of finance, the amount of own finance, and of external finance. The volume of own finance is calculated as the difference between total and external finance as reported by the respondents. We take the original GEM data expressed in local currencies and scale it by dividing by the nominal per capita GDP (in local currency), to get cross-country compatible data. We also experimented with relying on total volume of finance expressed in constant US dollars, but these exercises are less revealing, as most of the variation is explained by GDP per capita. We believe that the size of start-up scaled by GDP per capita produces an indicator that is a good comparative measure of the economic significance of an individual project.
For further details regarding definitions and descriptive statistics of dependent variables, as well as the correlation matrix for institutional and macroeconomic variables see respectively Tables 1 and 2. {Tables 1-2 about here}
Methodology
We use OLS regression augmented with country-years effects as our main estimator for the volume of finance, and apply a binary-outcome selection estimator that does not rely on excluding restrictions for the indicator variable for the use of external finance. Initially, we considered applying the Heckman selection model (known also as Tobit II model) instead. However, a problem we encountered using a Heckman model was multicollinearity, due to the identification problem caused by the use of identical or nearly identical variables to estimate both selection and outcome equations. However, while implementing the model, we discovered that it does not converge when the full set of country and time individual effects is used to control for unobserved heterogeneity. Therefore, we estimated the model without controlling for country and time effects, but declare the limitation.
In turn, this problem is overcome when we apply the one-stage regression model. Regression models converged even as we used the full set of country-years individual effects. Using a larger set of country-years effect instead of two sets of country effects and time effects has been our preferred option, as we want to capture not just unobserved (constant) cross-country heterogeneity but also account for measurement errors specific to each country-year sub-sample.
To summarize we face the following trade-off in our estimation strategy. We can either apply selection models without country-year effects but based on the full sample information (i.e. controlling for entry decision), or rely on the one stage OLS estimator while controlling for a full set of country-year effects but not for the first stage selection.
We report both and there is sufficient consistency between the two set of results to have some confidence in findings.
Robustness
In this study we also encountered a serious problem with outliers in the finance variables related to country-years samples. A different problem relates to trade-offs between using more precise measures and increasing missingness in data. In particular, the problem relates to the World Bank measure of government size versus an alternative but less precise measure of government size obtained from the Heritage Foundation (which has better coverage).
We tested the impact of missingness by introducing a dummy which codes all observations used in the regression with the World Bank measure of government size (as in Table 3 , specification 1 below) and inserting it into specifications analogous to 5-6 in Table 3 , which rely on the Heritage Foundation proxy for government size. Along with this dummy we also introduced an interaction term between the dummy and a property rights measure. The interaction term has been significant. The outcome of this exercise suggest that insignificance of results for property rights we record for specifications with World Bank government size measure is driven by reduction in sample size.
In the next section we discuss our empirical results.
Empirical Results
Correlations based on country-level medians
We start our discussion by examining cross-country variation in the amount of total start-up finance and own funds in relation to the stages of economic development, business cycle and cross-border financial flows (share of offshore deposits), see In turn, Figure 2 illustrates the importance of international financial flows for the median financial size of a start-up as captured at country level. The correlation between the two is negative and is primarily driven by some Latin American countries that seem to experience capital flight combined with lack of new entrepreneurial projects of a larger financial size (Argentina, Columbia, Uruguay). Amongst the comparator middle income countries, South Korea is located at the opposite side of the spectrum.
Finally, we move to our preferred measure of start-up finance that is the nominal amount scaled by nominal GDP per capita, which indicates the comparable economic importance of a start-up project. The country level medians are pitched against another variable of interest, which is GDP growth (Figure 3) . We find few Asian economies located as outliers within the upper right hand side section of the graph above the least squared line (China, Korea, Taiwan, United Arab Republic, Jordan, India, Thailand).
These are the countries characterised by above average rates of economic growth and by sizeable start-up projects. It is consistent with the fact that saving rates in Asia are high and while much of the development is driven by foreign capital, domestic entrepreneurship plays equally important role. In contrast, all Latin American countries in our sample are located below the least squared line. This suggests that much less of the economic growth is associated with new entry based on significant amount of finance. Entry -while widespread -remains constrained in terms of average economic size. Comparing Figure 3 with Figure 2 we notice that on top of the fact that those countries generate less domestic savings, it is also that some of these savings clearly flow abroad instead of being invested within.
Estimation results based on individual data
We report out results in Tables 3-4 (Regression models) and Table 5 (Selection models). Model 1 in Table 3 is our benchmark specification for the total volume of finance. In specifications 2-4, we replace the indicator of financial freedom with our proxies for internationalisation of finance (loans from non-resident banks, share of offshore deposits, remittance inflows). Specifications 5 and 6 correspond to models 2 and 3, but with Heritage Foundation measure of government size replacing the World Bank measure of government expenses over GDP. This enables us to use more observations. Table 4 reports specifications based on the same set of explanatory variables as for Table 3 (models 1, 3, 4), but now with the volume of external finance taken as the dependent variable. Next we present the same specifications but for the amount of own finance. Finally, in Table 5 we report similar models but now using selection models without exclusion restrictions.
We find partial support for our Hypothesis 1. The results are sensitive to a sample size. When the larger sample is used (as in models 5 and 6 in Table 3), the property rights indicator is significant. However, it is not significant in other specifications for the volume of finance that use more restricted sample (see section 3.4). In turn, it becomes highly significant for the likelihood of the use of external finance, when the selection model is used (Table 5 ), but here we do not control for country-level unobserved heterogeneity. Thus we find some evidence suggesting that strong protection of property rights is conducive to the larger overall volume of start-up finance.
We confirm our Hypothesis 2. Financial liberalisation has significant positive impact on the average total volume of start-up finance (model 1 in Table 3 ), on the average volume of own finance (Table 4 model We find some support for our Hypothesis 3. Prevalence of informal finance seems to be a good predictor of the use of external finance by an entrepreneur (selection models 1-3 in Table 5 ). However it has no impact on the volume of finance, as expected. Taken together, the results could suggest that informal finance plays some important role enabling new entrepreneurs to access finance, but the size of these injections are limited. Larger financial projects are supported by formal finance, which in turn, consistent with our Hypothesis 2 is unlikely to play a role in entrepreneurial finance under the repressed financial systems.
Last but not least, we see support for our Hypothesis 4 based on three alternative proxies for the internationalisation of finance. First, loans from non-resident banks are associated with larger size of the average volume of finance for start-up (based on specification 2 in Table 3 ) and also with the likelihood of use of external finance (the outcome of the selection model, Table 5 , model 2). However, as verified by correlation matrix, this variable is relatively highly correlated with GDP per capita, and this is probably a reason why the variable becomes insignificant in specification 5 of Table 3 and why the models for the volume of own finance and for external finance (based on a smaller number of observations while keeping full set of country-year effects) could not converge (and therefore are not reported).
Similarly, inflow of remittances from abroad is associated with higher volume of finance (Table 3 , model 4) and with higher volume of own finance (Table 4 , model 6), but not with the use of external finance (Table 4 , model 3). This is consistent with our expectations, as it indicates that remittances are mostly used in entrepreneurial finance directly via private channels leading to larger average volume of own finance. Their impact on external entrepreneurial finance via banking channels seems to be less significant.
Finally, larger share of offshore deposits is significantly and negatively associated with the volume of total finance, of own finance, and of external finance. This illustrates that financial internationalisation may result both in inflows supporting entrepreneurship, but also in outflows that would work against it. The latter may be related to two different issues. It may either indicate a situation of a country where investment opportunities are decreasing when the economy reaches some level of development (Ireland on Figure 2) or countries where weak institutions create incentives for capital flight (several Latin American countries on Figure 2 ).
Our other results suggest that entrepreneurs' socio-economic characteristics, such as age, gender and education emerge as significant predictors of the overall financial scale of the project. Age exhibits a non-linear relationship with the size of the project, suggesting that while very young entrepreneurs are less likely to launch financially ambitious projects, the financial scale of the project increases with age, perhaps reflecting better access to resources and more confidence based on accumulated experience and knowledge of own skills. By that time the entrepreneurs are also likely to have some established reputation that may ease up their access to credit matching the use of own funds. However, beyond a certain age point the sign reverses with old entrepreneurs launching less sizable projects, perhaps due to shorter time horizon and changes in attitudes towards risk (Table 3) . Interestingly, the pattern becomes different once we disaggregate total finance.
While the results of Table 5 consistently suggest non-monotonicity between age and the use of external financing, with respect to the volume of external funding used for a start-up, only the linear term is significant, indicating that age exhibits a positive monotone relationship with the amount of external finance used. On the other hand, age appears insignificant in predicting the amount of own funds (see Table 4 ).
Males are more likely to launch financially ambitious projects, to use external finance, to acquire more external funds and to invest more of their own funds. This finding extends previous studies of the role of gender (e.g. Minitti et al. 2005 ).
Post-secondary and higher education appear to matter for the financial scale of the project, but their effects become insignificant for the amount of external and internal funds of start-up, possibly because a large proportion of observations is lost as disaggregated information is not always available. Here, our results on personal characteristics contrast to some extent with Cassar's (2003) findings, which suggest that experience and higher education don't exert a significant effect upon start-up financing.
An opportunity motive, being a business angel in the past and a presence of additional business partners (co-owners) appear to be strongly and positively associated with the overall financial size of the project and the amount of external finance for start-ups. Interestingly, knowing other entrepreneurs play no role in own finance, but becomes a significant factor affecting the volume of external finance.
Our macroeconomic control variables are all significant in the selection model on determinants of use of external finance (Table 5) . Namely, size of government comes with negative sign; being located in a post-Communist economy has a negative impact and use of external finance is less likely in rich countries. The latter effect becomes more intuitive once we notice from Table 4 that level of development is positively associated with the amount of own finance invested, albeit the result oscillates between marginally significant and marginally insignificant. Similarly, while GDP growth has a negative impact on likelihood of use of external finance, it is positively associated with the total volume used for the individual start-up, albeit again the result becomes insignificant once the sample size is reduced (Table 3 , specifications 1-4 versus 5-6).
Conclusions
Our findings may be summarized as follows.
First, consistent with the literature, it seems that strong protection of property rights system has positive impact determining the use of external finance and the financial size of the entrepreneurial project. However the latter result is sensitive to sample size and should be treated with caution.
Second, we find that financial liberalisation seems to affect all aspects of start-up financing positively. It increases both the likelihood of the use of external finance and its volume in start-ups. It also creates ample opportunities for entrepreneurs to accumulate savings to be subsequently used for launching their own businesses. Both channels (external and internal) result in higher total financial size of the project. While financial liberalisation measure is correlated with the more fundamental dimension of property rights (the correlation coefficient is at 0.28), it may also play an autonomous role enhancing finance. As stressed by Tornell and Westermann (2005) , if reform of the fundamental property rights and contracting frameworks "is not feasible, financial liberalisation may be a second best response" (ibid. p.19), and this is what we observe in many middle income countries. Our contribution is to demonstrate that liberalisation of finance supports not just the SME sector (as in Tornell and Westermann's (2005) model) but also new entry associated with large-scale projects requiring adequate levels of financing. These are projects of economic significance that can be potentially seen as the micro drivers for economic development and growth.
Third, our findings suggest that informal finance while facilitating start-ups' access to external finance, does nothing to enhance large scale project. This implies that highgrowth oriented start-ups -that are typically associated with larger scale of financerequire more sophisticated institutions, including a well-developed financial system. Fourth, extending Tornell and Westermann's (2005) argument, we find that startups benefit not just from financial liberalisation, but also more specifically from financial openness. By focusing on some selected indicators of cross-border financial flows we investigated few channels through which financial openness enhances entrepreneurial finance. More specifically, we found that inflow of remittances is directly associated with larger volume of own finance, which in turn affects the total financial size of the start-up project as well. In contrast, loans from non-resident banks increase the likelihood of use of external finance, and again result in higher volume of overall start-up finance. And finally the larger share of offshore deposits affects both external and own funding negatively and results in lower overall volume of finance. We see the latter as an important result: it demonstrates that while financial liberalisation and financial openness can bring some positive results, these may remain limited without deeper institutional reforms establishing rule of law and credible protection of assets and contracts. What we observe in countries like Argentina, Columbia or Uruguay (Figure 3) is that with weak institutions, openness leads to capital flight and new entrepreneurial ventures are limited in size of investment. Thus, while we conclude that financial liberalisation and globalisation seem to be supporting entrepreneurship, its positive impact is constrained for nations that are unable to arrive at some stable, sustainable institutional frameworks that limit systemic risk of policy reversals and of arbitrary interventions, encouraging individual investment and entrepreneurship. In this our findings are consistent with the argument developed by Philippon and Véron (2008) suggesting that improvement in legal and regulatory environment leading to augmentation of the domestic financial system could be more beneficial for facilitating financing of emerging firms with high-growth potential, compared with any direct subsidies or intervention. Notes to Tables 1 and 2: 1. Source: GEM 2001-2006 unless specified otherwise.
2. Descriptive statistics for the regression model are based on sub-sample of nascent entrepreneurs (start-ups) for which finance information is available.
Descriptive statistics for the binary-outcome selection model are based on the whole sample (entrepreneurs and non-entrepreneurs). In each cell, the first entry corresponds to regression model and descriptive statistics for binary-outcome selection model are reported in parentheses.
3. All statistics are based on the set of observations actually used in estimations (i.e. eliminating join effect of missingness in all variables). -0.017**** -0.014**** -0.017**** -0.015**** -0.015**** -0.012**** (0.001) (0.001) (0.001) (0.001) (0.001) (0.001) GDP growth -0.015**** -0.008*** -0.018**** -0.010**** -0.021**** -0.012**** (0.002) (0.002) (0.002) (0.002) (0.002) (0.003) GDP per capita -0.000**** -0.000**** -0.000**** -0.000**** -0.000**** -0.000**** (0.000) (0.000) (0.000) (0.000) (0.000) (0.000) Transition -0.112**** -0.124**** -0.090**** -0.102**** -0.119**** -0.154**** (0.022) (0 Notes: **** p<0.001, *** p<0.01, ** p<0.05, * p<0.1 
